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A BILL TO BE ENTITLED
AN ACT

felating to the jurisdiction of the Public Utility Commission
of Texas over the sale of'water between municipal corporations;
amending the Public Utility Regulatory Act (Article 1l44éc,
Vernon's Texas Civil Statutes), by adding Section 17A.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

Section 1. The Public Utility Regulatory Act (Article
l446c, Vernon's'Texas Civil Statutes), is amended by adding
Séction 17A to read as follows:

"Section 17A. (a) Without regard to other provisions
of this Act and for the purpose of fegulating rates and sef—
vices so that such rates may be fair, just, reasonable and
nondiscriminatory, and the services adequate and efficient,
the commission shall have exclusive original jurisdiction over
water rates, operations and services provided by a municipal
corporation to another municipal corporation where the muni-
cipal corporation providing water service holds permits to
appropriate public water from five or more reservoirs and
provides water to ten or more incorporated cities or towns.

"Section 17A. (b) The commission shall provide for rates
under this section using the cash basis and rates shall be
fixed at a level that will permit the municipal water supplier
to pay all operating, maintenance, depreciation, replacement,
betterment and interest charges necessary and att?ibutable to
providing service to customers and to establish and maintain
an interest and sinking fund sufficient t6 pay any outstanding
indebtedness incurred for the purpose of purchasing, construc-
ting or improving the facilities used for supplying service.
In fixing rates, the commission may allow additional profits
to the municipal water supplier based upon and limited to the
need for such additional profit as a condition to incurring
indebtedness for the purpose of providing service to the muni-

cipal water supplier's customer cities.




"Section 17A. (c) 1In this section, "municipal corporation”
includes cities and incorporéted villages or towns existing,
created or organized under the general, home-rule, or special '
laws of the state."

Section 2. The imbortance of this legislétion and the
crowded condition of the calendars in both houses create an
emergency and an imperative public necessity that the consti-
tutional rule requiring bills to be read on three several days
in each house be suspended, and this rule is hereby suspended,
and that this Act take effect and be in force from and after

its passage, and it is so enacted.
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Subst te‘the followinq/{Er S.B, No, 935
________ CeS.5.B, No, 935
A BILL TO BE ENTITLED
| AN ACT
relating to the rate-making authority of the Texas Water Rights
Commission; amending Section 6.056, Water Code,
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
Section 1, Section 6.056, Water Code, is amended to read as
follows:
| "Sec. 6.056., RATE~-FIXING POWER, (3) The commission shall
fix reasonable rates for the furnishing of water for any puroose
mentioned In Chapter 5 or 6 of this code 3as__provided_ _in__this

section.

"(b)__The _term_  'political subdivision,! _whep used in this

section, means. jocoroorated cities, towns or _villades, _counties:
river__authorities, _water districts, _and__other _special purpose

.Qlﬁgllﬁlia

"(c)__The term _‘'governmental _entitv,' _whepn_ ysed_ _in _this

section,._ . means__incorporated cities, _towns or villades, water or
ubiligy districts which provide retall _water _service _within _the
boundarles__of__an incorporated _city, town. or village, and river

authorities _thal purchase wholesale treated water from a__'reaional

aundciogl _water _utilitv,' as such term ls herein defined, for_the
benafit of an_lncorporated citv, town, or villade, and resell_ such

water to_guch locorporated citv, town, or villagde,

"(d)__The_ _term_ 'reglonal mynjicipal water utiligv,' when used

in_this section, means_an incorporated cityv _whigch holds_a _permit to
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CeSeS.B. No, 935

apeproporiate public _water _apd__provides _wholesale _treaged _water
service _Lfo__five_ or__more _governmental entjities under 'wholesale

water utility coptracts' as_such term 1s hereipn _defined,

"{e) _The term 'wholesale water utilitv contract.' when__used
lo_rbis_section, means 3 contract with a primary term of five vears
or__londer__between _an incorporated city and a_goverpmental_entity
wherepy_the incorporated ¢itv_agrees to provide  wholesale. _treated
gater__service Lo the governmental entifyv apd the lncorporated city
retalos_the riaht _and power to set revised rates from time Lo time,

"(£)__Ibe terr ‘'permanent water utilitv customer,' wben_._used
io_tbls _section, means:

"(1)_._anv___governmeptal._ entity__receiving _wholesale
treated water service from 3 regional municipal water utility upder
a.uheolesale water utility contracl:

"(2)__any__governmental. .entitv_ that__ was___recelving
wholesale.  treated _water service from g regional municipal water
utilitv.on Japuary 1, 1977, if such dgoverpmental entityv will_ _adree
Lto__a__wholesale _water_ _utility__confract _on terms the commission
d:&gnmlnga.;ang_-ggniLs&gnL-_minn--gtngn__ﬂnglgaals..ﬂansn.-unlliiz
coplracts__belween _Lbhe _regjonal munjicipal water utilitv _and other
gevernmental entities: and

"(3)__apy__governmental _entitv__which_ _ the __regional
municipal__water utllity mayv_at anv time agree fo provide wholesale
treated water service upder a_wholesale water utilitv contract,

"Lgl__ﬁgtgng_é_xzgignal_muniglaal_EQLQL.QLLLLLX__maz._mata._a
change _in__rates for _service _to _its_ permanept water _utility
customers. AL shall_ flle @& schedule of Its proposed rates with each
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of its _perpapent _water _utilitv__customers _and__the _commissions

accompanjed by wrltten justification for such rate chapde and such
information as may _be_ _reaulred _by__the commissiop's_ rules_ ._and

regulations.... Such_ proposed__change. in__rates _shall__pot_become
effective until 90 days from the date  such_ schedule.  of proposed
rates. . _Justiflcation, __and___information___are__filled _with _the

approoriate oiflcer of each _permapent water utility customer_ ._and

the __copmission..___The _regional municipal _water utilitv_ shall
erometly _provide Lo iLs permapent water utility customers__and__the
QQﬁﬂlﬁil&ﬂ_.QDX__LﬁéiQQQELQ__LDEQLEQLLQQ_IQQHQEIQQ_Q!-ﬁﬂ!.ﬂﬁlﬂﬁﬂiﬂl
water utllity customer ip relation to such proposed rate change.

"(hl__wWithin 30 _days from the date a proposed chande. in rates
bas_or will become effective, a permapent water _utilitv__customer
mav_flle 3 pefition for rate review with the commission complainipg
ef. _suchb._.cpnanged rates apd on the f£iling of such petition for rate
review, the effect _of sucb _rates _shall .be _staved _as__to__the
complalning. _permanent.__water _utility  customer for a peried of 30
davs_from the date such proposed chande in rates has or will become
effective, __The _commission __shall _ give __full _ and _ priority
consideration. to anv such petition for rate review to determine if

such__rates__are. reasonable,_ __0Op__a__final determination, __the

compission__shall determine the level of rates to be charged pv_the
realonal nuplcipal water utility for the service to_the complaining
permapnent. water utility customer and shall £ix the sape by order to
be_served_on the reaional municipal water utllity__and _sych__rates
shall_ thereafter be _observed _until _cbapged. as provided by this
section.
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"(i1)__Rates of a_regjonal mynicipal water utilitv_ in__effect
en__the effective date of this AcL may be challended bv_a _permapent
water utilityv_customer by filling with the commission g petigfion_for
rate review which the commission shall_ _consider_ _io__full _on_ _ifs

merits.
"(1)__Ibe__commission_ _shall provide bv rules for petitioning
for.rate._review by g permanent wafer utility _customer _complainipg
of .any._._water_._rates_. peipa. charged _at__apy _time _by 3 regional
municipal water utility,
"(kl..ln.apy proceeding before the commission_on__a_ pefitien

for._ rate. review, _the regfopal mupicipal water utility shall have
the_burden to prove that its rates for _service _to its__permapent
¥ater utllity customers _are reasopable.

"(1)_On__the_ filind_of a petitlon for_ _rate review. the
commissiop may establisb__ipterim  rates.  _If. .the rates. finally
ordered_.are _in__excess of the_interim rates, each permanent water
uLilitv customer paving ipterim rates shall _make up_the difference
with__ipterest__at the statutory rate, _I£ the interim rates are io
sxggas_gi_Lng_ilgal_zgLgaL_:ng._zgglgaaL_.mgaigiaal__uaagn__uailllx
shall._refund Lhe excess with lIpterest af the statutorv rate.

"(ml_.Ibe._commission _in__reviewind _rates sef bv a reaiopal
municipal water utility for its permanent water _utility__gustomers
shell__use__elther tbhe 'cash basis' or the 'utility basls' as_those
terms are.herein defiped to determine if such rates are reasonablea
Ipe_commission willl consider the historic relations of the _parties
and__the__past__methods _of setting rates by the reagjonal municipal

water utllitv, lo determinind whether _the_ 'cash. basis!' _or_ _the

65R4458 SHH-F 4




10

11

12

.13

14

15

16

17

18

19

20

21
22
23
‘24
25
26

27

CeS.5.B¢ No, 935

~utllity__basis! _is _the more just and eguitable basis to be used.
Ihe terms._‘cash.basls’ and 'uLllify basis! are defiped and shall be
applied by tbe commission as follows:

- "L1)__Upder the ‘'cash basis,'.rates_sball be fixed at a
level that will permlt_the realopal municipal water utilitv to_. pay
all.__operating,. malntepance, replacemept, bettermengt, and loterest
charges__pecegsary. _and__atiributable _to  providing _ service _ to
permanent.__water utllity customers and to establish_and pmaintain an
dnterest__and__sipkipg. fund._sufficlent _to_ _pay__any_ _outstanding
lodeptedness._._lncurred for the purpose of purchasipg, copstructing,
or_lmeroving the facilities used for supplving service. _Additional

| nugungs-anéll_ng_augusl_ig_Lng_nﬁgigaal.munlaiaal._w.ar-.r-.r.._nu‘ur.x

Lo__meet__any_._cash__reserve reguirements or coverade reguirements
coptalned . in_._the _outstanding _revenue_ _bond _ordinances. of _fthe

regional. . municiegl__water utility to enable the regional_nunicipal

water utiligy to incur additional debt for the purpose of providing
seryice to its permapent water utility customers.

"(2)__Under the 'ytility basis.' rates_shball _be  fixed
aL_.a._level__but__pofL. _more_ than_ _the__level that will permit the
realonal. _municieal__water _uLilifv__fo_ _recover __its__ reasonable
gag:aiing--gxaanags..aLgagnlz_ﬁllggagLQ_LQ_ezgxlging_agnlisg_ne_115

| Rermanent._water utllity customers_ together with_a__fair_ return_.on

dts__lnvested _gaplfal._ JInvested cgpit3l _meaps the value of the
ereeerty_used by and yseful Lo the regional municipal water utility
do_providing service _to _its_ permanent _water utility _customers
dncluding _where _necessarv. fo_. the  fipancial__intearitv _of _the
realonal_punicipal water utility construction work in_ proaress. at
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Cosk.___As_.may__be determined in _the discretion of the commission.
the_ value _of _such _property shell_be at_original cost_less
depreciation. _or__at__adiusted _value, __If_ the _commissjon should
determine_that the value of such property_  should_ _be _at _adiusted
value, _the_ _adiusted__value_ _shall be 3 reasonable balance between
erlalnal cost less depreciation _and current cost less ap adjustment

for._poth presept ade and condition, ip whicb _case _the commission
shall__bave__tbhe _discretion to determine a_reasonable balance that
reflects not less thap 60 percent nor._more than 75 _percent of the
origlnal__cost._ less _depreclation and not less_than 25 _percent.nor

more_than_40 percent of the _current cost, less.an._adiustment__for

both  present age and_condition, _The rate of return is_the revenue
earped bv.a rediopal runicipal water vtility from its operatiops in

~ereviding service to its permanent water _utilitv. . customers,_ _over

and__above__properly _allocable _operating expenses., expressed as_a
eerceatage of the ordiginal cost or the adjusted_value _of invested
capital.._ The_  returp. shall_be  reasonablv__sufficleqt to assure
confidence in_the fipancial intearity of _the _redional _municipal
water_ utility's service operation__and _shall_be adeguate. under

efficlent_and economical management, to_ maintaln__its _credit _angd

attract__the_ _capital  necessaryv__for _the _proper discharge of its
dutles to lts permanept water utility customers. __In__determiaing
Lbe_amount of revenues necessary to satisfy these reguirements,. the

commission. _mav__consider__inflation, deflation, guality of service
being provided, arouth rate of the service area., and the_ need _for
tbe__reglonal _municipal _water utility to attract new capital. In
each.case. the gommission shall consider the gost of capital to_the

65R4458 SHH-F 6




10
11
12
13
14
15
16
17

18

19 .

20

21

22

23

24

25

26

27

CeSeS¢Bs NO., 935

realonal nunicipal water utilityv, _

"(n)__The_comnission in reviewing and_£ixind reasonable rates
for_furpishing wafer ip al) other cases under this section may _use
any__reasonable  basls for fixing rates as pay be determipned bv_the

compission to be appropriate ynder the circumstances of _the case
being. revieveds

"fol _In__po_ case _shall_ _the _commission _fix_ _ rates that a
eelitical_subdivisiop may charde for service at_a level that_ would
Re._less__than__that_ _reoujired under the 'cash basis' as defined in
Subsection (m) of this section.

"(p)__Ihe commission sball provide by rules, not in _conflict
gith__the provisions of this sectlon, for petitionina for review of
LiLQi_iQL-LDQ-EQLQL&DLQS_Qi_!QLQL_RQQQL_Lnli_igillﬂn;

"Lgl-_ln:-cemmlailgn_mﬁz_zataekLan.lntgzim_zaL:a-_and--sgmasl_

service during the pendency of anyv rate proceedind.

"(r)_.Ibe_ commission mav_order a refund or assess additiopnal
cherges from tbe date a petition for rate review is received by the
compission of the difference between the rate actually charged _and
Lhe__rate_ fixed by the commission, plus ipterest _at the statutory

rate.

| "(s)__Notwithstanding anv_ provislon _of _thls _section. _the
commission__shall oot bave Jurlsdiction to review or fix rates fhat
an-locorporated clity may charge its citizens,"

Sec, 2, No action or proceeding commenced prior to January
1, 1977, before the Texas Water Rights Commission shall be affected
by the enactment of this Act.

Sec, 3. Nothing herein contajned shall be construed to
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repeal or amend the Public Utility Regulatory Act (Article 1446c,
Vernon's Texas Civil Statutes),

Sec. 4. The importance of this legislation, the crowded
condition of the calendars {in both houses, and the confusion
concerninag the épplicability of Texas Water Code Section 6.056 to
municipalities and other political subdivisions create an eﬁergency
and aﬁ imperative public necessity that tbhe constitutional rule
requirinq bills to pbe read on three several days in each house be
suspended, and this rule is hereby suspended, and that this Act
take effect and be in force from and after its passage, and it is

so enacted,
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Rela?ing to the jursidiction of the Public Utility
Commission of Texas over the sale of water between
minicipal corporation.

f

ARG 7,
h 44 7) , Filed with the Secretary of the Senate
MARI 0 1977 Read, referred to Committee on NATURAL RESourC.S8

Reported favorably.

Reported adversely, with favorable Committee Substitute; Committee Substitute
read first time.

Ordered not printed.

Senate and Constitutional Rules to permit consideration suspended by

j unanimous consent.

L yeas, nays.

To permit consideration, reading and passage, Senate and Constitutional Rules
suspended by vote of . _ ___yeas, nays.

f ordered engrossed.

Read second time and | passed to third reading.

Caption ordered amended to conform to body of bill.

Senate and Constitutional 3-Day Rules suspended by vote of
yveas, nays to place bill on third reading and final passage.

a viva-voce vote.
Read third time and passed by {

yeas, nays.

Secretary of the Senate

‘ Engrossed
Sent to HOUSE

ENGROSSING CLERK




